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THE CENTRE FOR TAX SYSTEM INTEGRITY WORKING PAPERS
The Centre for Tax System Integrity (CTSI) is a specialised research unit set up as a partnership between the Australian National University (ANU) and the Australian Taxation Office (Tax Office) to extend our understanding of how and why cooperation and contestation occur within the tax system.
This series of working papers is designed to bring the research of the Centre for Tax System Integrity to as wide an audience as possible and to promote discussion among researchers, academics and practitioners both nationally and internationally on taxation compliance.
The working papers are selected with three criteria in mind: (1) to share knowledge, experience and preliminary findings from research projects; (2) to provide an outlet for policy focused research and discussion papers; and (3) to give ready access to previews of papers destined for publication in academic journals, edited collections, or research monographs.
Abstract
In Public Policy and Administration Taylor (1999) concluded that the charter system was inadequate to safeguard consumers' and citizens' interests and that they would have to have a greater input to ensure success. Following its introduction in 1991, the Charter initiative certainly made an impact and by 1997 there were 40 main charters and perhaps 10 000 local ones. However since then the original Citizen's Charter has, in the words of one commentator, 'perished, or at least atrophied ' Drewry (2002, p. 12) . There is little doubt that it could have been more effective. For example, tax charters seem to have had more success -indeed the UK Taxpayers' Charter pre-dates the Citizen's Charter, having been introduced in 1986. This paper therefore reviews the Charter initiative in the light of the development of tax charters and describes a particularly successful one -the Australian Taxpayers' Charter -that continues to provide a clear focus on twelve basic principles of tax administration. An important factor in the Australian success appears to be the more strategic approach taken with respect to the implementation, monitoring and development of its Taxpayers' Charter. The paper also presents relevant results of two surveys (N = 2040 and 2374) on the extent to which Australian voters consider the Australian Tax Office adheres to the principles outlined in the Charter. The evidence is consistent with Taylor's (1999) views and concludes that initiatives such as the Citizen's Charter would benefit from more strategic or systematic preparation that incorporates the views and expertise of a wide range of stakeholders before being introduced and for the initiative to become an integral part of the approach to standards of service thereafter.
Introduction
The Citizen's Charter introduced by Prime Minister John Major in 1991 cannot be said to have been an unqualified success in improving public sector management. Perhaps that is not surprising -the success of new management techniques is notoriously unreliable as has been pointed out, for example, by Bobic and Davis (2003) . Of course, this is not only true in the public sector but one way forward might be to follow a more strategic or systematic approach to developments in public sector management. This would include not only a concern for the wider context of any proposed change but also careful preparation for the successful implementation of any new feature. Furthermore, as has been argued by Henry Mintzberg (2004, p. 55) , one of the most prominent management scholars in the area, strategy is an interactive process requiring constant feedback between thought and action and that successful strategies evolve from experience. A new initiative alone is therefore not a guarantee of success -its progress needs to be monitored and adjustments made where appropriate. Citizens' charters in recent years provide an interesting illustration of these issues, since they have often been introduced on a somewhat ad hoc basis and success has often been very limited either in scope or duration or both. However there is an example of a more strategic approach to such matters with the adoption of the Australian Taxpayers' Charter. The experience of that initiative contributes to the understanding of a successful approach to public sector management in general and particular features such as charters in particular. Minister, 1991) that set out how the Government intended 'to achieve better quality and more responsive public services' 1 Simon James is at the University of Exeter, UK and a Visiting Fellow at the Australian National University. The authors are very grateful to the Tax Office for helpful discussions and information regarding the Taxpayers' Charter and to Ali Edwards for collecting some of the material. (Morley, 1992, p. 6) . However a later analysis by Pollitt (1994, p. 13) concluded that it remained an 'unwieldy package' too complex for the average citizen and 'in a number of important respects its conceptual basis is confused and many of its proclaimed standards lack either legal standing or clear penalties for failure, or both'.
Although enthusiasm for charters spread rapidly, the initiative does not seem to have fulfilled its initial promise in the UK and the reservations of analysts such as Pollitt (1994) and Taylor (1999) appear to have been justified. However, there are lessons for similar future initiatives relating to public administration. Some may be illustrated by a comparison with tax charters -which had a longer effective life in the UK. In Australia the
Taxpayers' Charter appears to have been even more successful.
A comparison between the experience in Australia and the UK is instructive. It is worth pointing out that a form of natural experiment is being observed in that the charters in both countries were introduced for similar reasons regarding attempts to improve public sector services and that both countries have similar social, political and administrative cultures. Hofstede's (1983) favoured definition of culture was that it was basically 'collective mental programming' or that part of individuals' mental conditioning that they share with other members of their groups, regions or nations but not with members of other groups, regions or nations. He examined a range of cultural dimensions from a large number of countries and on these criteria Australia and Great Britain were relatively close. Nerré (2001) went on to develop a specific concept of national 'tax culture' which he defined as:
A country-specific tax culture is the entirety of all the relevant formal and informal institutions connected with the national tax system and its practical execution, which are historically embedded within the country's culture, including the dependencies and ties caused by their ongoing interaction.
There is little doubt that the Australian and UK tax systems share a common cultural tradition in many ways. The development of the Australian tax system was heavily influenced by that operated in the 'mother country' as it was once seen. In recent years some developments in the Australian system have also strongly influenced similar 
The Citizen's Charter
The introduction of the Citizen's Charter was closely associated with John Major who, it has been suggested, found himself in political circumstances that meant he needed to make his mark as a then new Prime Minister (see, for example, Pollitt, 1994) . In a press conference on 22 July 1991 launching the Charter, John Major stated that the 'charter programme will find better ways of converting money into better services'. The first report of the Citizen's Charter (Cabinet Office, 1992) confirmed that the Government was committed to a 'long-term programme of improvement and change to raise the standard of public services and make them more responsive to their users'. The programme established certain principles of public service relating to standards, complaints procedures and so on and providers of public services were asked to produce their own charters.
However, the Citizen's Charter seems to have been part of a much longer term trend in which public services were becoming more 'user friendly' and evolving in a way that has been described as the New Public Management (Hood, 1991) . This has included a greater stress on public sector 'performance' (Talbot, 1999) . It has been observed that the Citizen's Charter seemed to envisage the citizen primarily as a consumer (Taylor, 1999) and could be tending to substitute consumer-style rights for political and legal rights (Keat, et al., 1994) . The stress on individualism rather than collective provision for citizens was implicit, argued Deakin (1994) , in the apostrophe in Citizen's Charter. Its emphasis on complaint and redress also led it to be referred to as the complainers' charter but it reinforced the increased emphasis on consumers' rather than producers' interests (Rhodes, 1994) .
The initial enthusiasm for charters in the UK in the 1990s was remarkable. By March 1994
there were officially 38 different individual government charter documents in the UK (Deakin, 1994, p. 50) . By 1997 there were 40 main charters and over 10 000 local charters that were not centrally controlled (Hansard, 1997) . The enthusiastic but ad hoc nature of the spread of charters in the UK is indicated in Table 1 and confirmed by the fact that some of the new charters were established in some parts of the UK but not in others. It has been estimated that the number of national charters in the UK grew to 200 (Milakovich, 2003) .
In 1998 the Labour Government replaced the Citizen's Charter with a 'Service First'
programme that attempted to address a number of important criticisms. By 2002 Service
First had incorporated citizen's charters covering a wide range of public services.
Nevertheless, that too has lost its momentum and the Service First programme has now been completed though some information is kept in the archive area of the Cabinet Office (2004b) website. It is therefore not surprising that, for example, Drewry (2002, p. 12) concluded that the original Citizen's Charter had 'perished, or at least atrophied'. Certainly in the UK charters have been increasingly displaced as a factor in maintaining standards of public administration by a continuing flow of new initiatives such as the application of specific targets. Charters have also been developed overseas. The United Nations Development Programme (2002) reviewed the development of citizen's charters and gave ten model guidelines for their design. These guidelines included the requirement that the charter must be simple to be useful. It should be developed by senior experts in collaboration with front-line staff and users. Furthermore to be successful the conditions should be created for a responsive climate -simply announcing a charter is not enough. The charter should contain a statement of the services offered, and for each service there should be a statement of the entitlement of the user, service standards and the remedies available when these standards
are not met. There should also be a framework for obtaining feedback, information on performance and for reviewing the charter. The development of these guidelines benefited from earlier experiences and gives helpful guidance regarding such initiatives in general.
Tax Charters
In the UK the revenue departments were well ahead of the mainstream in the development of charters. The Inland Revenue produced a Taxpayers' Charter jointly with Customs and Excise in 1986. In introducing the Charter the Inland Revenue (1986, p.1) stated that:
The Charter recognises our commitment to certain standards. It does not mean that from tomorrow everyone who writes to his or her tax office can expect a reply by return of post. Nor can we guarantee that we will never make mistakes. But it is a recognition of the standards which the Department, and the people who work in it, aspire to in their dealings with the public. This is a helpful view since it indicates a general ambition regarding public sector performance in the round rather than merely the achievement of a set of detailed targets, the achievement of which may or may not improve the service as a whole. Customs and Excise (1986, p. 9) took the view that:
The Charter sets out the longstanding principles which the department tries to meet in its daily dealings with the public and gives guidance on how to appeal or complain. In particular it recognises the need to minimise costs incurred by taxpayers in complying with the law.
Minimising the costs taxpayers incur in complying with the tax system is also an important aspect and one that has not always received the attention it deserves. This is despite the enormous attention paid to it by academic researchers both in the UK and around the world and the need for it to be taken into account in any successful compliance strategy (see, for example, James, et al., 2001 and Richardson and Sawyer, 2001 ).
The initial Taxpayers Charter was revised in August 1991. The Inland Revenue (1991, p. 14) stated that the new version kept the original aims of 'giving a fair and efficient service' but it was a 'fresh, and more sharply focused, version so that we can get these aims over to the public more clearly'.
However, since that time the focus on the Taxpayers' Charter has shifted. The Inland Revenue's annual report is a good indication of current priorities and the last one to include a copy of the Taxpayers' Charter was Inland Revenue (1998). The time had come to move on to a new initiative. Nick Montagu, the Chairman of the Board of Inland Revenue, wrote in the following report (Inland Revenue, 1999, p. 6 ) that 'the Taxpayers'
Charter -which we shared with Customs and Excise and which has served us well -no longer covers everything we do'. Instead he announced the introduction of 'Our Service Commitment to You'. Although it had a resemblance to the Taxpayers' Charter it replaced, the new document seemed to lack at least some of the precision, focus and Revenue and an account of 'our overall approach to customer service'. Although it reproduces material formally contained in the Charter, it is not presented as a formal charter as it had been previously. The benefit of having a single clear and succinct charter to focus on these issues now appears to be thought less important in the UK. This is rather different from the Australian approach described below. (Greenbaum, 1998, p. 347) . The Canadian response to the development of a charter approach was to introduce a Declaration of Taxpayer Rights (Li, 1998, p. 91) and its provisions are consistent with taxpayer charters found in other countries.
The Australian Taxpayers' Charter
The Australian Taxpayers The JCPA concluded that there was a case for a charter of taxpayers' entitlements in their dealings with the Tax Office and that it should include statements in relation to: The Australian Taxpayers' Charter was based on a very much wider range of views and expertise. It was developed over a period of two years in consultation with Tax Office staff, the general public and other groups from business and the community, tax advisers and other government agencies. The Australian Taxpayers' Charter did attract criticism on the grounds that it did not have legislative force. It was suggested that the Charter was not therefore the best approach for Australia (Bentley, 1995) and Wheelwright (1998, p. 87) argued 'as such, does represent a lost opportunity for a comprehensive and discrete statement of rights supported by legislation'. Furthermore there was initially a view that the Charter was merely a passing administrative fashion.
However, the Tax Office pursued the Charter approach systematically and it has gained acceptance and support from Tax Office staff. After the Charter was launched in 1997 it was sent to taxpayers with their tax returns and explanatory literature and publicised on television and radio. Independent research commissioned by the Tax Office shortly after the initial release of the Charter found that 21 per cent of taxpayers generally said they had heard of the Charter after it was described to them. However, among taxpayers who had had direct contact with the Tax Office the figure was 27 per cent.
Since the Charter had been based on a great deal of preliminary work and consultation, it was not expected that the basic principles behind the Charter would change and they have not. Indeed it has been pointed out that there is a close resemblance between the Australian
Taxpayers' Charter and the OECD practice statement. This seems to reinforce the view that the Australian Charter is based on firm foundations. Subsequent developments have been concerned with ensuring that practice reflects the Charter's principles. For example, initially the Charter was to be mentioned in all correspondence with taxpayers. However, it turned out that this was inappropriate in many circumstances and could unnecessarily complicate the issue. The procedure was therefore modified so that letters simply have to conform to the Charter without having explicitly to mention it.
A more sophisticated view was appropriate regarding other aspects. For instance simplistic standards such as answering the telephone within a specified time were not helpful if the taxpayer received an answer that was prompt but incorrect. Furthermore, it was thought that the Charter had to become more than a set of rules and more about an approach to standards of service. It was also felt that this should apply throughout the organisation. One tax official was quoted as saying 'I don't think about the Charter much, it's just the way we do things around here'. It has been pointed out that it is helpful for Tax Office staff as well as taxpayers in clarifying a range of matters. It is seen as a useful framework and has been a unifying factor at the Tax Office. Indeed the Charter has also been linked to other aspects of tax administration such as compliance policy. There is a contrast with the UK Citizen's Charter where one of the criticisms was a lack of ownership by civil servants who sometimes regarded it as nothing more than yet another initiative.
The Tax Office commissioned independent research involving focus groups for staff and taxpayers and in-depth interviews with key professionals. This has produced positive responses similar to the results of the surveys reported below. In particular there is widespread support for the idea and principles contained in the charter. It has also clarified many procedural issues so that attention can more easily focus on substantive issues and not be easily distracted by allegations over such issues as the poor treatment of taxpayers.
The main remaining difficulties are to do with practicalities. For instance, there have been negative responses to the use of call centres, though that is by no means confined to taxation. It is thought there has been a temptation for some taxpayers 'to game play' with provisions of the Charter to frustrate the Tax Office in the proper performance of its duties.
However, such behaviour is in the nature of tax compliance and the clarification provided by the Charter probably means that overall such problems occur less frequently than they otherwise would.
The first full major review of the Taxpayers Detail and a series of explanatory booklets on particular aspects. Again there is a contrast with the UK Citizen's Charter where it was felt that there was insufficient monitoring and evaluation and that the quality of some charters was poor.
The Tax Office position is that the 'Charter describes the relationship we want to have with taxpayers in the community' (Commissioner of Taxation, 2003, p. 102) . As a result of the extensive groundwork undertaken initially it is clear that there is widespread agreement on the principles behind the Charter but it is also worth examining how far the Charter represents in practice the relationship taxpayers want with the Tax Office. We therefore now turn to evidence on Australian taxpayers' views.
Survey evidence
The evidence presented here is based on two surveys -the first was conducted in The sample for the first survey was chosen at random from publicly available electoral rolls and consisted of 7754 Australians -a figure that contemporary response rates suggested would yield at least 2000 usable responses. Non-respondents were followed up over time using a procedure based on the Dillman Total Design Method (Dillman, 1978) . Both surveys informed respondents that the Taxpayers' Charter was the document that sets standards for the way the Tax Office conducts its dealings with taxpayers and presented respondents with the 12 basic principles incorporated in the Charter. Using a five point scoring range from 1 (almost never) to 5 (almost always), respondents were asked if they believed the Tax Office acted in accordance with these standards. The results for all respondents to the two surveys are shown in Table 2 , and the results for the respondents to the CHFA survey who also participated in the follow-up survey are shown in Table 3 . With regard to most of the principles the respondents generally agreed that the Tax Office meets its obligations at least most of the time. Of the top three areas of performance, two might be categorised as straightforward and routine -'accepting your right to get advice from a person of your choice' and 'keeping the information they contain about you confidential'.
An important result is that the other principle that was rated in the top three was related more directly to the way taxpayers felt they were treated -namely as 'honest' in their tax affairs. This is a particularly encouraging response because the Tax Office has developed a 'Compliance Model' that starts with the assumption that taxpayers are honest Murphy, 2004) . The appropriate official response is therefore to help taxpayers to comply and enforcement activity is only considered appropriate if there is evidence of less worthy behaviour (Tax Office, 2002) . Since honest and co-operative taxpayers are much easier to deal with than those who are not, the Charter and compliance policy appear to be operating in a mutually supportive manner. In another section of the Although there are positive responses overall to both surveys, one matter that might be of concern is the apparent fall in the mean ratings between the 2000 and 2002 surveys. For all respondents to the two surveys (see Table 2 ), there are no statistically significant differences for the responses regarding the Tax Office 'respecting your privacy' or 'helping to minimise your costs in complying with tax laws'. However with respect to all the other 10 principles, Table 2 Table 3 ). Office's performance with respect to the Charter. However there was a slight tendency for older people, those with less personal income and those with no children to express more confidence in the Tax Office's performance. Further details and results are presented in Braithwaite and Reinhart (2000) . Pollitt (1994, p. 9) suggested that the Citizen's Charter emerged in particular circumstances that seemed to require the then Prime Minister to do something 'of his own'.
Conclusions
Possibly the original Citizen's Charter was too ambitious and its early impact might have been at least partially attributed to the fact that new initiatives often promise much before such promises are tested in practice. However, the shortcomings of the initiative were identified by a number of commentators and could have been addressed rather than letting the initiative atrophy. The United Nations Development Programme (2002) has provided a useful guide to developing such initiatives. Furthermore specific examples -particularly that of the Australian Taxpayers' Charter -suggest that careful and systematic preparation including extensive examination of the issues, a review of previous experience and wide consultation in developing the initiative can contribute a great deal to it being genuinely accepted at an operational level. After implementation the initiative should continue to be monitored and evaluated and modified where appropriate in the light of experience. Such a strategic or systematic approach to developments in public sector management seems to be the best way forward. In general charters can provide, as the Australian Taxpayers'
Charter does, a clear focus on basic principles of sound administration that may not be achieved in other ways.
